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1 m:iri;t .lit «*rj."i-t at :h:- pom: dint wr wcri- -orrv "hat \vr wrre 

Ullablr to v;-lt. U'ruu>«' of the [)lVs>iiri - of t iinr. Pakistan; imWrMT, 

\vi» mak»* tin- ;i mniNT of fitr irreaft^t uru f, m<-\ and pr:<*r: r \ for rim 
next visit of tin- <c>mnun<M\ 

WV un 1 foihiwun: i*\ cnf - very '-iuM»iv in Pakistan. wh«*rv tie* verdict 
in Mr. IUmt!«>\ trial > imminent, as wril as the pro^n— toward 
re>f«ir:ie_r «ir*[iro<T;K*\ :ri I'anirladi'-di. 

[ Wonder :f \ili| Would [irorri'ti. Ml". Dub-. With Willi* -f a f <'!ill v nt ? 

We rail prorriMi ;n either fashion, either iiuvniLT wnir prepared state- 
ment ;; .'rw-o m the n-mro. and mih'p there i- no objert.on to doing 

: hat . .t .- m> tirdi*n*i I. 

STATEMENT OF ADOLPH DUBS, DEPUTY ASSISTANT SECRETARY OF 
STATE FOR NEAR EASTERN AND SOUTH ASIAN AFFAIRS 



Mr Mm^. First of alL h'i me cvpri'^ mv appreciation for the 
opponumiy to ntrrt with t ie- -n n* om m it t ee, !(niiM'ii>s rcrt-:\[ political 
and ri (iiiotuic development- in >outh Asia, f think your -ingestion 
of my -ummari.cm:.: my -iaiement :> a good one, and I will, there- 
fon-. >ubmu my prepared statement, for the reeonh Q 

Mr. Wdi.Kr. I am sure Mrs. Meyni-r dors not obp-rt to vour sum- 
mari/.Ui*_r your .-luN'tiu'tiL That way we ran make : r - official. 

Mr.-. Mkvnkk. I am sorry I was late, Mr. (,'ha.rman. I finished 
voliii::. ^ ^ 

Mr. Ih*Eis. Mr. ('ha:rman, I also would like to take tins opportunity) 
on«e more to express my deep appreriatton for your having invited' 
me to I)*- a mem In-r of your study mission delegat ton to the Far East 
and to South Asia. I think thus was an excellent example of how mem-f 
hers «»f the legislafive and ihe executive branches of the Government 
inn together study, think about, and review problems and oppoj&j 
t unit it's that the l.'.S. Government faces in the conduct of our GoventJ 
ment'- foreign policy. 7i^ 

Let me just say a few words about South Asia in general. It is|tf 
region that, of course, is not problem (va.% but I hope I am rightg B t 
savins tensions are at their lowest level since 1947. I think this, 
the result of significant developments that have taken place wii , 
the past year or two, and especially since my last testimony bef< 
this fonunittee the previous March. 

These significant developments include: (1) a continuation of^ 
normalization process between India and Pakistan; (2) a copnti^ 
improvement of Pakistan-Afgan relations; (:$) the conclusion^ 
trade and transit agreements between India and Xepal; next,^ 
settlement of some outstanding issues between Bangladesh and Iaj 
the most important of which was an interim agreement on the 
ing of the Ganges River flows during lean periods — and one J 
also mention that an interesting development has been Iran's £rpj 
interest in the economic viability and political stability or n 
Asia; and, finally, it appears as though a productive dialog bet' 
Poking and New Delhi is taking place. -»df 

I want to point out that these developments, leading to a reduj 
of tensions, are primarily due to the efforts directed at coops 
rather than confrontation by all of the leaders of the country 
South Asia. 
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There .> ub\\nu>ly a -eif-uiten-t - 4 ' ooperat am and -ireimmi- ami 
v LT<»r<)!j> ''ifurt- have been made by ail rntv'' t vn"- 1 



! hr'f't 



,ii-Miv :<* resolve problem- between Uiem-'ive 



Without outside interference. :i!i.i Hi:- :s )l tr.Tl.l <\ut- W<* V.-:-V mm h 

^M.MMiir us a -mvrmm'Ut. We thmk <mr pnbt-y :n(e!w^ m unit tn-en. 
• iv MTvr.i hv u nMiicimn ;n Mb.nih. tint.- penmnm.: : m- '"'itnr:^ 
■ If 'hut re-oii tt) devote iiMMv «>f then* re>«»nre.- to \h>> :inprovfiu-!U 
m" ' li-f human «<tud;t ion. 

] unuM lik- to turn verv bneliv *o <*arh .juu v;*!-:^! ru.mtry :n 
■iif arm. Hi" ino^r dramati'- development :n India «»v«-r 'h:~ pa-t 
-.,-ar wa^ the .-leer ion of March P.C7 m whiH, the ln«lmn eteriorate 
r.-alfinn'Mi it> eomimtmetit to deumrrutie priu'-ipl*— and pne-tie— 
[ ihuuirlit it was rather mtrrottm: when we had our di-;-^mn m 
Ww Ih-lhi that [•"«>r.Mir:j Minister Vajpayee -aid "V\e r.-deenp**. our 
^edire to ivslorc individual liberties --iiul lre<*dom-. but w-*» yet have 
•o redeem our pledges to advance economy and -amd justice. 



iii<. Indian Government under tiu- leader-hip of Prum- MiniM.-r 



»vei<mme«it. 



[)e-ai, win* imnre^ed us all. i> foirusmi: on <'H)in'iiit' i 

: t «:im!v an increase in au'nruiturai production, «»:; rural development 

ami oil llir development of >muil->ca[«- industry. 

A VISIT WITH PHIMK UlNlSTKK I>KSAI 

u<ue ^i the hinhiidds for us was the visit of Preudent <\-irter to 
\..w Delhi in danuarv, jti.^i before our arrival. I think ^v.tv curdm! 
uorkmir relationship has been c>tiiUi^«''l between the President am: 
Prime Minister Dcsai. . r • , 

[ warned vou to know that the President has invited i run.- Mnn^T 
[).-ai to visit tin* United States on dun" lo and 14. 

I medit mention that in a hie;h-h"'Vei communication from I rur/ 
Minuter Dcsai iie alluded to your invitation tt. inert with m<um>er> 
of the House International Relations ( ommittcc. , . . 

Mr. Wolff. I have alreadv dUcn.^cd this with the ■ rnmrniim oi 
'he full committee, and he is a-reeahl" to the meeun- Wo would hope 
vuu would coinrtmnieate that hack to Mr. Desai. 

Mr. Duns. We shall, indeed. . 

Pakistan, sinro Julv 1077 has heen ? overne(i by a martial Lav, 
atlministnilion under the leadership of General Zia-m-Haq lie took 
ov-r cui «n-ouml> that former President Bhutto had n-ired nanona 
elertiorisrhaii <Ietained political prisoners, indnlsrod in tne abuse ot 
r>ower and because civil war threatened. 

' .U vou know, General Zia did promise elections in Goober Ua 
hut these were postponed on <r roil nd, that fanner I rime .\ nn-ter 
IJhutto was under trial. Presumably. General Zia did not think it 
umdd l M . useful to have elections until the courts turn a <iumce to 
hear the charges airainst the former Prune Minister ami render unur 
'i«TJ-ion \'o date- hav«- been set for new elee.tioiis. ^ 

In the meantime, as the head of a ^retaker L'overmmmt. t/eneral 
Zi:i ha< said he is leavimr im[)ortant pohry decisions to a sureessor 
hviIimu Government. We," as a croveriinwnt. of a,ur^. hop*- that ^ here 
will !,e an early return tc» civilian p>vernmeiU tliroii^m deinnrmar. 

'lu n Ban<dadesh t President Ziaur Rahman is irradualiy dismantling 
'■ho structure of his martial law administration and -ivm- increased 
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responsibility to riviiian oiiirinls. Pnriiamentarv eleefjons have been 
iirnnu^i'ii for Derrmber 1**7^ and it i> r\:nrti>i| there mav be a 
Presidential elcetion earlier f hi* n Der<anber. 

As far as the eronomy of Bangladesh is ronrerned. it has had three 
iT< »■'»<! harvest >. hiif self-suifirieney in food is still -orm' way niF. 

>ri Lanka --all of us know that nn eleetion w:h held then 1 reeemlv. 
For the -«\th tinir m its history -inrr it gained its tini*»T">f:iii**ri'-i*. the 
iiinimiit'T;! government \va> defeated. 

The fieri iim itidiratfti. as it did in India, that the eleetorate th.*re 
is romnuttr<{ to ih*morratir pri:u*ipie< and ideals and tiiat that rorn- 
miMiumt is very firm and verv impre»ive. 

A> lar a> the new irovenintent i> eourrrned. it is p{a<*inLr inereased 
emphn>is on investment, the reduction of government Mib-uiios. arid 
it i^ i*n*-oiiraLrtnir the private sertor. 

With that very hrief ri'-sum<\ Mr. Chairman, f rould al-o rover 
Af'jritani-fan. where the >it tuition is -uli vt^ry stable. President Daoud 
does tic >f H'ciii to have any opposition .-if the pre-ent time. Kiforts arc 
heinir made to increase eroriomir irrovvth. and the Government seems 
to he exerting efforts in that dirrrtiom 

[laving said that, let me leave the re>t of the time for your questions. 

[Mr. Dubs' prepared statement follows:] 
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rHKr.VKKf) STATEMKA-T OF ADOI.PII DVRF. DF.VVTY ASSISTANT SECW-rTAKY OF STATE 

roit N'KAit Kaktkh.v and South Asian Affairs 

«r, chairman, members of this Subcommittee, I am de- 
listed to appear before you once again to discuss recent 
-:,:t:eai and economic developments in the South Asian 
. B:i3 r t as a backdrop to your consideration of FY 1979 
.-o-.o-ic and security assistance requests for countries 
- tr. is area. 



*h;ie South Asia is not problem-free, I believe it 
.:.*d oe no exaggeration to say that regional tensions are 
-.-. — ss at the lowest level since 19<7. Favorable develop- 
-.*-.ts over the past year have contributed to this state of 
*::-:rs. These developments include a continuation of 
— .- normalization process between India and Pakistan, re- 
lieved very recently in a visit by Indian Foreign Minister 
; ,. :avee to Pakistan: a continued improvement in relations 
^iween Afghanistan and Pakistan; the negotiation of trade 
j-i transit agreements between Nepal and India; the con- 
::^s:3n of an Indo-Bangladeshi interim agreement on the 
staring of Ganges water flows during lean periods; and a 
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positive effort oy Iran to contribute to the economic 
voii-beino and stability of South Asia. Moreover, a 
constructive dialogue between Indi3 ar- China now so ems 
jr.rier way. 

The credit tor these developments <iocz to tne lead* 
ers.hip Df tn^ individual countries. Ail have ztad<* a sig- 
nificant effort to improve relations -ith their neighbors, 
Th*» trend tn.it we are witnessing is one we nave noted 
earlier, !.•_*., the increasing willingness and capability 
of regional countries to solve their own problems without 
outside interference. The stabilizing effects of this 
trend are very sucr. in line with tne foreign policy ob]ec- 
tives 3f the United States. We believe that reduced ten- 
sions will permit the countries to devote increasing 
attention and resources to the problems of economic de- 
veiopment and to an improvement m tr.e human condition 
of the region's inhabitants. 
IND IA 

The most dramatic development of the past year was 
the March 1977 national election in India. These elec- 

.5; 

tions demonstrated the strong commitment of the Indian a 
people to the democratic system with its emphasis on * 
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individual freedoms and economic and social justice. 
It is a tribute to ail involved that the transfer of 
power after the elections too* place peacefully and 
rfitnout incident. The peaceful, democratic transition 
«3$ widely acclaimed by the American people and by the 
executive and Legislative Branches of our government. 

The new Janata government, headed oy Prime Minister 
Qesai, has been formulating its domestic and foreign po- 
licies. The budget for Indian Fiscal Year 75 indicates 
that the new government is placing greater emphasis on 
rural development, increased agricultural production and 
on promoting small-scale industry. Efforts to implement 
these programs have only begun, and it remains to be 
seen how they will impact on the poverty and unemploy- 
ment which afflict segments of Indian society. 

The Indian Government's efforts in this area have 
oeen facilitated by the third consecutive year of good 
crops. Official figures are still not available for 
the 1977-78 crop year but it is expected that food 
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3 ra;r. product inn will reacn 119-121 .minor, tons, ?er- 
naps tr.o sc-ond sect ye^r m Indian r.tstory. Total eco- 
, , ;: . r1wtn has not been 30 drastic and is not li«cely 
t .> exceed five percent in l^77-7(j. 

)r. tr.o external side, the higMight o: tr.e pact year, 
frarr. our point oi view, was the visit by President and Krs. 
;arter to India ir. January of this year. The visit went 
verv well and an extremely wars and positive relationship 
r.ar, developed cetveen Prime Minister Oesa: and the Pres- 
ident. V/e loo* forward to continuing our dialogue with 
?ri . e Minister Desai when he manes a return visit here 
on June I 3- 14 * 
?A>K I STA?« 

Pakistan has been governed since July, 1977 by a 
Hartiai Law Administration headed by General Zia-ai-Haq.^ 
General Z ia stated that it was necessary to remove Priae 
Minister Zulfikar A. Bhutto because oi the rigging of 
elections, the detention of political prisoners, wide- 
spread corruption, and the threat of civil war. General* 
:ia promised to return the government to civilian control 
after free elections were held in October, 1977. Those 
elections were later postponed, however, on grounds that 
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z.j^z cr.jf.7e2 <»ga;n:;t Bhutto should bo resolved by the 
^•s colore elections took place. Although soae ooser- 
:: peculate that elections wv be he-Id m tr,e fall 
"*?s. no dates have been mentioned by Pakistani at.:*- 
.,s. The military leaders continue to refer to them- 

. .v.-u as an interim regis* which flust leave most policy 

. :::i ons up to a successor civilian government. 

The economy zo^ar. to drift before the end of the 

-.tta period and the Kartia) Law Administration >\3£ 

x«.*t. lew actions to reverse the trend. 

3asic to the economic difficulties facing Pakistan 

: -r.- disappointing performance of its agricultural 

, :t;r wfticn grew a modest 2.2 percent m 1977. Against 
cf-zord wheat crop — which fell short of covering Paki- 

i±t. 1 z requirements — cotton production declined a third 

ro- traditional levels. On the public finance side, 
-istan is facing a mounting debt service problem and a 

-r-stic budget gap that can only be covered if politically- 
:fficjlt economic policy measures are instituted. The 

— ile aright spot in the economy is the growth of remit- 
tees received from Pakistanis working overseas. They 

f :e predicted to climb to one billion dollars this year — 

:z by ~.S. S30C million from the most optimistic projec- 

uon of six months ago. 
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celeased for medical treatment in the U.S. Press censor- 
ship has been reduced and the Nepalese Government is seefc- 
inq tc develop institutions whih will open the *ay to ex- 
panded participation in the economic and political pro- 
cesses of government. 
AFGHANISTAN 

Internally, the political situation is stable. Pres- 
ident Daoud regains very much in control and faces no signi- 
cant opposition. The process of political institution- 
cuiiding is mo v inq ahead at a measured pace. In the past 
year, the Constitution and Party Charter were promulgated 
and a Vice President was named. 

Afghanistan's relations with its neighbors are good 
and this contributes significantly to the region's polit- 
ical stability. President Dacud's recent trip to Pakis- 
tan was particularly significant and Afghan-Pak relations 
are better than they have been in years. 

The economic situation in Afghanistan is mixed. Afghan- 
istan remains one of the world's poorest countries with an 
estimated per capita income in the $140-$160 range and a lit- 
eracy rate under 10 percent. Growth rates are low, esti- 
mated by the IMF at 3-4 percent per annum. Drought condi- 
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tions have prevailed over much of the country over the 
last two years ind the domestic private sector continues 
to stagnate. 

However, foreign exchange reserve holdings have 
reached record levels of almost 5300 million, the equi- 
valent of about eight months of imports. Exports ex- 
ceeded imports. Substantial amounts of hard currency 
are also being repatriated by Afghan migrant workers. 
The inflation rate is only 6-7 percent and there are 
some labor shortages particularly in the southern and 
western parts of the country. 
Conclus ion 

Mr. Chairman, in appearing before this Subcommittee ' 

a year ago, I stated our government's goals in South Asia.'' 

to be the following: -.\i 

-- improving regional stability and enhancing the . $** 

ability of the regional states to resolve theirajy£ 

bilateral problems without outside intereference;j 

— strengthening the independence of South Asian 

nations and supporting their determination to t ^J 

avoid domination by any external power; . j* 
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-- providing economic assistance and humanitar ian 
aid, wnen this is required, and assisting the 
nations of the area in their efforts to attack 
poverty: 

— encouraging these nations to adopt constructive 
policies on ma;jor world economic and political 
issues: 

— limiting U.S. sales of sophisticated arms and 
preventing nuclear proliferation: 

— fostering, so far as we are able, the promotion 
of human rights and the democratic process; and, 

-- reducing the production of narcotics and their 
supply to the world's illicit market. 

These goals remain applicable, Mr. Chairman, and 
much has been accomplished in the past year as a result 
of initiatives taken and efforts made by leaders in all 
of the countries of the region. 
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Mr. Wolff. Thank you very much. Mr. Dubs. 

Since you have talked some-.vhat in ^eneralizat ions, I note we have 
some sperifir qursiions. 

All) TO [N'DEA 

One question thai has been raised in the rase of India, we notice, is 
the matter of economic assistance. There is some $90 million proposed 
for fiscal year 1970; in development aid, for a total, includimr Public 
Law 4S0 t of about $220 million. That is aside from any other type of 
assistance til at is goiru: to India. 

I believe if you add up all of the assistance it. represents, I think, 
in addition to our participation in international organizations, it 
amounts to somewhere around $500 million. 

I low can wc justify $500 million to India today when they have a 
surplus in their balance of payments and their gold reserve? That puts 
them in a much better financial position than we. 

Mr. Duns. Mr. Chairman, I think that is a vers' pertinent question. 
What we do have to remember is that India is a country with immense 
developmental problems. If we, as a nation, have decided to aid those 
who are afflicted by poverty and destitution, certainly the entire 
South Asian area is a region to which we have to devote some attention. 

T was rather interested dvring our visit in hearing the Finance 
Secretary say that 90 pcrcr:.L of India's developmental resources come 
from internal sources. The other 10 percent comes from foreign 
donors. He also noted that the basic problem of development is 
India's — it has to devise effective policies to meet developmental 
needs and vast unemployment. 

India's development requirements remain massive. Per capita 
income is still around $150 a year. ..■? 

Mr. Wolff. And even if all that aid were given, that is less than 
$1 per person. j 

Mr. Dubs. Yes, sir, savings in capital formation are not adequate 
for developmental needs. Agricultural production is increasing only 
slightly faster than population growth; and here I think there is a very 
important point to be made. ; f 

I think the projections with respect to world food production indi* 
cate that there will be a very serious shortfall by the end of the latg 
1980's or early 1990's, and as one looks at India there is a tremendous 
potential for increasing agricultural production, especially in : tha 
Granges River plain and basin. It seems to us this is one of the great- 
est areas for increased agricultural production, and I think that w^ 
through our developmental assistance, Mr. Chairman, can transfer 
certain types of technology, including intermediate technology, to 
assist the Indians in their developmental efforts. f 

I have only one other point: India is a democratic country. It is 
trying to undertake its development process under democratic con- 
ditions. Our common ideals and our common objectives lead me to 
believe that this is a country that warrants our sympathy, our under* 
standing, our assistance, our help. Our hope has always been th|& 
development could be achieved under democratic conditions an3i 
therefore, I would suggest, as I think you would, too, personally* 
Mr. Chairman, this is a country which warrants our continued help* 

We will have to measure very closely how that assistance can W 
helpful, how it can fit into India's own developmental strategy; BSm 
that is our intention. 
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INDIAN' OCEAN 

Mr. Wolff. [ rvrall that you were present when Mr. Desai offered 
to art as a *'bulFer." an intermediary between ourselves an<i the 
Soviets regard im: the Indian Ocean. I spoke to Les Geib yesterday, 
•A'iio was at the recent negotiations on the Indian Ocean, and iie did 
not >ecni to know about this offer. 

[ wonder if you could tell us whether or not this had been trans- 
mitted to the Department and whether or not this information was 
made available*' 

Mr. Duns. It was made available, Mr. Chairman, through a cable 
:'n>m New Delhi to Washington shortly after your delegation's meet- 
:iur with the Prune Minister. 

Mr. Wolff. I take it the Department does not think they need an. 
.intermediary? 

Mr. Dubs. Let me put it this way: We are negotiating with the 
Soviets at many different levels and on many different subjects — 
comprehensive test ban treaty, SALT, mutual and balanced force 
reductions, Indian Ocean — and we do have good and continuing and 
-xrcllent contacts with the Soviet Union. However, we have not over- 
looked the Prime Minister's suggestions, and I just might add here, 
there has been a continuing dialog between the President and the 
Prime Minister through which various ideas in the disarmament field 
liuve been voiced. 

Mr. Wolff. I have one final question. I know my colleagues have 
-ome questions for you. 

This troubles me, and this is outside of India. I have before me a 
news story from the Washington Post, Saturday, December 10, 1977; 
;t says the Dalai Lama has had his request to visit the United States 
refused as "inconvenient" by the United States. I do not under- 
naml the "inconvenience." I do not think we can be "inconvenienced" 
when it comes to the question g( human rights. 

Here there was an interest expressed in coming to our country. Are 
we selective in our policies? This is just for a visit, as I understand it. 
The State Department has issued a polite refusal to the request of the 
Tibet spiritual leader's office in New York, to allow a visit by the 
Dalai Lama. State told the Tibetans it would be "inconvenient at 
this time. It was based on a number of factors, but we are not 
specifying those factors," the Department is quoted as saying. 

What may be inferred here is a visit might ruffle the feathers of the 
PR(\ If you do not have the answer to this, maybe you could provide 
' for the record? 

Mr. Dubs. May I do so? And I shall. 1 

Mr. Wolff. Mr. Guyer. 

Mr. Guyer. Mr. Dubs, it is good to have you here again. I notice the 
^t time we had a dialog here we did discuss the possibility of providing 
distance in the form of narcotics substitution crops, especially with 
r,,, -rard to two countries, Pakistan and Afghanistan. Yon had indicated 
'h'Ti you would look into that. 

Has there been any progress in that direction at all? 

Mr. Dubs. With respect to Afghanistan? 

•Mr. Guyer. Yes. 

"ThU information was subs^uently provided directly to the chairman by Deputy 
— ^t.tnt Secretary Dubs. 
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Mr Duns We now have formed a joint comMUs,»m. ^.-oiisistimr of 
\Mian representatives. l\X. representatives, and L>. represent*- 
uvcs. and'one of the projects d.ai i* no* under ■ cfcyv opment * a 
^institution nroirrnm in the Lppcr Heimand Kivcr \ ail<>. 

Mr . G^TKB. Thai will take the place of the opium romin- out of 

Ul MV Dms Exaetlv. If this works. Congressman Guyer. we would 
hooe we could applv that to other sectors in Af-rhantstan. 

TW ,s also a project in Pakistan. Unfortunately. it has no yet 
como to fruition, but we would hope with constant reminders that we 
r*nnIH work more effectiveiv on this. . • 

Mr SuVer What is their national problem there?. I notice they, 
ha've one of the lowest per capita income levels. ami literacy of only 
about 10 percent. Is this an omromg situation that has no remedial 

pr \Tr S Dubs No; on the contrary. I think strenuous efforts are being 
made'in both Afghanistan and Pakistan to increase the hteracy rate, 
and much of our own aid is directed mto the education held J 

Mr Guyek. The onlv other question I have, with regard to the 
nuc ear distance for India, in terms of heavy water, has there been, 
anvlhm" resolved since the President was there? Remember he 
EiS that. We have a situation between the boviet Union and tb^ 
United States as being providers. .^ 

How does that stand right now? '* 

Mr Dubs That Question is under review m the Department of 
^tate'at this verv time. The question is how heavy water can and- 
mi<dit be provided to India in response to the President s— — s 

Mr. Guyer. They do have an agreement with the Soviets do the* 

Mr. Dubs. Yes; for the supply of heavy water for the atomic power* 
plants at Rajasthan. That heavy water is supplied under IAEA 
safeguards. India has worked out with IAEA safeguard arrangement 
with respect to the heavy water going into Rajastnan. W 

Mr Guyer. Are there any human rights provisions built into ot£ 
agreement with them, compliance that would be ehgibwg 

requirements? ,,-...* i 

Mr. Dubs. I will have to check mto that. 

Mr. Guyer. I would like to have a future report on that. I thinki 
a concern. 

That is all I have. 

AID TO BANGLADESH 

Mr. Wolff. Mrs. Meyner. 

Mrs Meyner. Thank you, Mr. Chairman. . • 

Mr Dubs I just have a couple of questions regarding our aifl 
Bangladesh. A couple of articles have come to my attention, one 
fhem called "The Food Bungle in Bangladesh" which appeared 
Forei°n Policy magazine this summer and is coauthored by llon^u 
McISU The other, "Bangladesh Aid" appeared in the Marc|| 
edition of the Nation. I do not know whether you have seen tigg 
Thev come to basically the same conclusions that aid to BangladOgj 
especially our food aid, has not been structured to assist the needy,j|i 
rather to serve the political purpose of the Government. -m 
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Mrs. Mkyn'eu. I know it is very difficult to trare it in all directions 
.nid add it up. I was disturbed by those two articles. 
Mr. Duns. The points arc very well taken. 
[The information follows:] 

IXHHiMATKiN ItM-iAltniNc; IVltl.iC Law 4M) 1'kocuams IN' BaNOI,AI>KSH 

Nine AID employees in Bangladesh, Americans ami Bangladeshis, monitor 
•dtipment, storage and distribution of food grains provided under Puidte Law 4>s0 
prnirnuns, Three of them are invoKvd in monitoring Kood For Work programs, j 
-»vhirh provi.ii' employment arid Title II wheat to the rural pour. In addition, r 
four other AID employees monitor other aspect- of the food situation, <\:ch as - V- 
food prices and the Bangladesh (lovornmciii's program m procure domestically , * 
produced food grains. J 

Ms. Meyneu. Thank you very much. Thank you, Mr. Chairman.'; 

A-7'si TO PAKISTAN" 

Mr. Wolff. I would like to get to one of the countries we alluded : | 
to but have not yet questioned you on, Mr. Dubs; that is, Pakistan." ■ 
A sore point between Pakistan and us is the question of A-7\s. Whatr 
is happening to that? L' 

Mr. Duns. Mr. Chairman, wo made a decision not to supply or sell' 
A-7's to Pakistan on grounds this would introduce a new sophisticated" 
weapons system into the South Asian region; and that decision stands.^ > 

Mr. Wolff. Have we offered anything else to them in lieu of that?& I 

Mr. Dubs. Xo, sir, they have made no other requests. $&. 

Mr. Wolff. [ know they have made no other requests, but at the^ 
same token, if we do not want to introduce a new weapon systemj 
maybe they might accept an old weapon system. It is a point of differ*? 
once between our two Governments, especially in view of the fact the. 
Pakistanis have felt they are being somewhat deserted by oinv 
Government. *3$i* 

Are there any ongoing negotiations or talks with reference to FMS; 
sales or the like? I notice we have nothing down here. Virtually e v ^fc 
other country involved there has something down there for them^p 

Mr. Dubs" The sales, that is, military sales to Pakistan are fo|£ 
cash only, so there is no FMS financing of sales. Within the # I|ffcf 
2 years, since the amis embargo was lifted in 1975, we have provideS^ 
Pakistan with roughly $100 million worth of equipment in JjT** 
and 1977. " -I 

These sales include TOW launchers and missiles, sidewinder 
silcs, 25 tank recovery vehicles, ammunition, communication eqjti 
ment, and armored personnel carriers. sf 

Mr. Wolff. The other major point of contest is the question o£^ 
nuclear plant. I take it you are fairly up-to-date as to what is happf" 
ing on negotiations between the Pakistanis and the French? Cq 
you tell us what the status of that situation is, not only the Fregj 
but the status of our situation with the Pakistanis? ,•-:« 

Mr. Dubs. On January 9, the French Foreign Ministry anno; 
it was seeking to alter the contract for the reprocessing facilil 
favor of a design which would not produce weapons-usable pluto] 
These discussions are continuing, Mr. Chairman, and I an ^ 
familiar with the exact status of the discussions between Parisj 
Islamabad in this connection. 35 
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Wo rio know no transfers of sensitive equipment or technology have 
•jikeu place since last August 4 when tiic Glenn amendment came 
into effect, 

EXCESS CURRENCIES 

Mr. Wolff, I would like to get back to the point that has troubled 
rue for a long time, and that is authorization of our excess currencies. 
I know the great conflict between, not you, but the Department and 
m<\ as to what is available. The latest information I get does not 
answer the question I posed when we were in India- 
Thai is t the amount of local currency that is available to the 
L'tiited States and is accruing to the United States and will be avail- 
:ble to the United States to the year 2000. I have the figures, arid you 
v, up to 1077. The point I am trying to get at is the fact that the 
Department has indicated that wc have about 5 or G years, I believe 
•: was what they said — I am not certain the exact number of years. 

Mr. Dubs. It may be longer. 

Mr. Wolff. I have a balance on hand here. 

Mr. Duns. For possibly 10 years. 

Mr. Wolff. That is 10 years if you took the amount that is on 
hand today. But as I understand it, there is still accruing to us each 
ve:ir a substantial amount. And instead of there being some $6.8 bil- 
lion or almost S7 billion in rupees in our contract now, which is 8 to the 
•lollar. 

Mr. Dubs. Eight to the dollar roughly. 

Mr. Wolff. That would be almost $1 billion. There is somewhere 
between §2 billion to S3 billion or it could even approach $4 billion 
ultimately by the year 2000. 

U'ith my junior Senator from New York signing off on $2 billion 
■>( the original debt, we are concerned as to the utilization of these 
fands. It has proven to be an embarrassment of riches from time to 
'ime. It has proven to be a source of contest between ourselves and 
the Indian Government, because at one period before that check was 
-ijrned off, I think we had more in the way of funds accruing to the 
United States than they had in the Indian Treasury. 

It was something that overhung the Indian Government as a debt 
that could have a destabilizing effect upon them. My interest always 
lm> been to stimulate the utilization of these currencies in development 
assistance. This would provide for the Indians to have a utilization of 
the funds, not as a second time around, as some of the local people have 
tended to indicate, because if we had intended this as grant aid at 
uV^utset, it would have been given as grant aid. 

This was a sale, a credit sale, that was intended at some time to be 
i>*id because at the same time we did give this aid, there was grant 
distance as well. This was repayment in local currency. 

Every time I bring the question up, someone throws up their hands 
jna says, "We really do not know." I should think that much of these 
•wids could be used in some fashion for technical assistance. If the 
Mian Government needs the help that you indicate that it does, 
* ! K'ould seem to me that technical assistance paid for in local currency, 
• ■ mt was acceptable in local currency, could do well to help the Indian 

if n*ernroent to accomplish their objectives. 

Mr. Dubs. I understand your point very well. 
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Mr. Wolff. I have ma<ic this point, I want you to know, not as 
chairman but us a member of this committee now for, I think, some- 
thing like 8 years. Everybody always understands it, but I have to 
make it a pi in the next year around. 

Mr. Duns. My experts tell me that using these so-called excess 
rupees would not really constitute a transfer of real resources. 

Mr, Wolff. That depends entirelv upon how thev are used. 

Mr. Dubs. Right. 

Mr. Wolff. They did not represent a transfer of resources when 
Mr. Moynihan signed the check. 

Mr. DtJBs. Some use is being made. Let me put it this way, Mr. 
Chairman 

Mr. Wollf. Maybe we ought to build another Embassy because 
we do not have a large enough one there now. r. 

Mr. Dubs. Let me put it this way. We now have an AID strategy 
team in India taking a look, trying to ascertain what is practical, 
what would be useful, what would be effective in the way of a long- 
term development strategy toward India. 

May I look into the problem once more of what the possibilities 
are of using the excess rupees for technical assistance? We have an 
expert with us, I see, Mr. Lande, who is our country's Director for) 
India, Nepal, and Sri Lanka. Shall I ask him if he wants to make air 
comments? -*:, 

Mr. Wolff. I would appreciate it. * 

Would you identify yourself? 

STATEMENT OF PETER LANDE, DIRECTOR OF OFFICE OF INDl 
NEPAL, AND SRI LANKA AFFAIRS, DEPARTMENT OF STATES 

Mr. Lande. My name is Peter Lande, Department of State. 

I think we have sent up the numbers. We have possibly $800 millidi 
It depends on your exchange rate; roughly that. We do have sonTe 
accruing, you are quite right. It is the repayment of the old Coqlgr 
loans. These are gradually being paid off. ">§ 

Every year we receive a little less because the capital is being paid 
off as well as the interest. I put this all in a letter; I do not have t& 
numbers with me. The amount we get every year is very small. jit 
does not affect us to any significant extent. *5| 

What we have here, it depends on your estimate of inflation, we may 
have 10 years, 8 years, 7, 9, I do not know, somewhere in the period 
of 6 and io years, if rupees are used at the rate we are using them right 
now. We are using rupees for aid programs. We are paying for all the 
ocean freight for title II. We are paying for the handling charges, 
port charges, everything like that. j; 

We are paying for all the AID mission costs, as well as Embassy 
costs. All our agencies that operate in India use the rupees. That is 
our primary use. We also in one case, in the case of the St. John^ 
Hospital, which I think you may be aware of, we did make use : Jf 
rupees for grants for a particular purpose. ^ 

AID is still looking into the possibility of other uses. It is a different 
situation now. The days when this was almost treated like monopoly 
money are over. As you pointed out, we have something like 20 
percent of the Indian currency. The interest rate at that time was 
\ x /> percent, and we were earning more at l]A percent than we could 
spend. 



